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EXECUTIVE DEPARTMENT

STATE OF CALIFORNIA
.

EXECUTI VE ORDER W 19-91

WHEREAS, California state governnent takes an active role in encouraging the
devel opnent of new industry and supports existing in-state firns to ensure a
st abl e enpl oyment base and future enpl oynent growth opportunities; and

WHEREAS, a nunber of in-state firms conduct export sal es business with foreign
entities, many of whominpose offset requirenments on U.S. firns as a condition of
sal e; and

WHEREAS, offsets are defined as an obligation, related to the sale of a
product to a foreign custoner, to undertake a range of industrial and comercia
conpensation practices to benefit the foreign custoner; and

WHEREAS, the State of California, by virtue of its purchase of foreign goods
and services, has the opportunity to claimforeign purchase offset credits for
assi gnment to comnpani es engaged in export sales; and

WHEREAS, foreign purchase offset credits generated by the State can reduce
of fset obligations by firns, thereby providing the opportunity of keeping work and
enpl oynment within the state; and

NOW THERRFORE, |, PETE WLSON, CGovernor of the State of California, by virtue
of the power and authority vested in me by the Constitution and statutes of the
State of California, hereby proclaimthe followi ng order effective i mediately:

A, PROGRAM STRUCTURE

1. The California State O fset Program administered by the Departnment of Commerce
(DOC) and supported by all California State purchasi ng agencies shall be
established to obtain offset credits for foreign products and services pro-
cured by the State of California. These credits will be allocated by DOC to
California conpanies with potential or existing offset obligations to those
countries fromwhich the State of California procures goods and services.

The State's purchasing agencies, |ed by the Departnent of General Services,
shal | request potential vendors to identify the foreign content of their goods
and services. Such information shall be sought but have "no preference, no
penal ty" on procurement decisions.

DOC, working with State purchasing agencies, shall devel op | anguage to be
inserted into all procurement documents which shall reserve the right of the
State to claimoffset credits for the value of any foreign content of the
goods and services purchased and to assign these offset credits to California
conpani es. The Departnent of Commerce shall al so develop guidelines to
establish mininum threshol ds at which offset requirements will be triggered.
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DOC, once advised by the State purchasi ng agency of intended procurenent

i nvol ving potential foreign sourcing, will access an infornmation data base
identifying California conpani es having existing or potential offset
obligations with the governnments of potential foreign sources and/or
obligations. Based on the information contained in the data base, DCOC shal
assign the offset credit to a California conpany.

CALI FORNI A CONTRACTOR | NFORMVATI ON DATA BASE

DOC will establish and maintain an infornmation data base containing al
rel evant information necessary for the State to all ocate offset credits.

Each participating State of California conpany shall be responsible to ensure

the information they supply for the data base is current and correct.
Contractor information to be provided will include:

Identification of foreign country(s) where contractor has existing or
potential offset obligations.

The nunber of jobs within the conpany in California associated with the
foreign sales that gave rise to the conpany's offset requirenent and the

percent age of such foreign sales attributable to work performed in
California.

Country dollar value of unfulfilled existing or potential offset obligation,
whi ch can be net through State generated offset credits.

Date by which the obligation nmust be net.
Percentage of the original offset obligation which is renaining.

Requests to protect confidential or proprietary information from public
rel ease and identification of such information.

C. STATE ALLOCATI ON FOR | NTENDED PROCUREMENT

The State shall assign foreign offset credits to eligible California businesses in
accordance with the foll ow ng:

1. An eligible conpany is a conmpany with an existing or potential indirect offset
obligation where contract related work is being performed in California.

Those eligible California businesses with existing obligations shall take
precedence over California businesses with potential obligations.

Al'l ocation of offset credits to contractors shall be based on criteria such as:
Date by which obligation nmust be met, California program enploynent, val ue of
the obligation, ratio of credit approvals to clains, previous State of fset
credits received, and other criteria as determ ned by the DOC with advice
received fromthe O fset Advisory Board.

FOREI GN NEGOTI ATI ONS

It is the responsibility of the California conpany (the designated of fset
credit beneficiary) to negotiate with the foreign government as to the accept-
ability of the State's offset credit. M

The DOC will support the California firmin its effort to secure the foreign
governnent's offset conmitment, consistent with | aws governing the role of
states in international affairs.
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OFFSET CREDI T CONFI RVATI ON/ DENI AL

The California firnm(s) will be responsible to report the foreign government's
acceptance or denial of State generated offset credits back to DOC

The DOC, in concert with the State's buying agencies, has the right to
determ ne the appropriate course of action in response to offset credit
deni al s by foreign governnents whose suppliers are conpetitors for State
purchase solicitations. The California firms(s) directly involved as

potential beneficiaries will have the opportunity to render their opinion
during this process.

F. GOVERNCR S OFFSET PROGRAM ADVI SORY BOARD

The Covernor shall appoint the Chair and Menbers to the O fset Program Advi sory
Board to assist the DOC in inplementing the California State O fset Program

Advi sory Board menbers will include as an ex-officio nmenber the Governor's Trade
Representative, representatives of the California purchasing agencies, and the
California business community engaged in foreign sales that generate offset
obligations. The Board shall aid DOC in formul ating policies and discussing
problens related to the adm nistration of this executive order.

I N WTNESS WHEREOF | have hereunto set ny hand
and caused the Great Seal of the State of
California to be affixed this 15th day of
Noverber 1991.

CGovernor of California

ATTEST:

Secretary of State




